Internal Revenue Service Department of the Treasury

Reﬁionil Commissioner

Date:  SEF 1 1989

b _

CERTIFIED MATL ) ) Comiact Toleimma Humber: .

[T

Eii!ir {dentification Number:

Form Numbsr

— Gentlemen:

This is 2 final adverse determination as to your oxeppt status under section
501(c){3) of the Internal Revenue Coda.

Our adverse determination was made for the following reasen(g):

Your sole activity is the operation of bingo games with the stated intention of
turning over any net receipts to charity. This is not an exempt function within the
meaning of section 501(c)(3) of the Internal Revenue Code. Therefore, sikge you are
not operated exclusively for one or more exempt purposes, you are not eéntitled to
exemption from Federal income tax as an organization described in section 501(c}(3)
of the Ingernal Revenue Code.

Contributions {0 your organization are not deductible under Code section 170.

. You are required to file Federal income tax returns on the form indicated above.
Based on the financial infermation you furnished, it appears that returns should be
filed for the above years. You should file these returns with your key District Direoctor,
EPAEQO Division, within 30 days from the date of this letter, uniess a request for an
extansion of time is granted. Processing of income tax returns and assessment of any
taxes dus will not be delayed becauss you have filed a petition for declaratory judgment
undevr Code seciion 7428. You should file returns for later tax years wlth the appropriate
service center shown in the instructions for those returns.

If you decide to contest this detsrmination under the declaratory judgment
provisions of Code section 7428, a petition to the United States Tax Court, the United
States Court of Claims, or the district court of the United States for the Disir-iect of
Columbia must be filed within 90 days from the date this determination was mailed to you.
Contact the clerk of the appropriate court for rules for filing petitions for
declaratory judgment.
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We will notify the appropriate Sta.e officials of this action, as required by
Code seotion 6104{¢).

17 you have any guastions, please contact the person whose name and telephone
number are shown in the hoading of this letter.

Sincerely yours,

fs/ I

T
Chief, Omaha Appeals Office )
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Dosr Applicantt ..

Your application for axuption £rom Faderal income tax u s orgenization

descr-ed in Sectton 501(c) {3) of tho Iaternsl Ravenuc (.‘.odn has been given.

considevation,’

-

The evidence prasented di-cloaed that you ware mnporatcd o .
I,

under the I Nonprouc corpornc:lm Act. 'Your
staced purposes cre charitahls, -

Your activieses- cmi.ot o!’ Tunning a- b.nso gaaa to hnlp suppors the
athletic and music department 6f I,

is the incorporator, rexistared agent aud the caly: dizector of the cor-
poration. In your f2rat ysar of operation you project $NEJNENNEN {n’
gross racaipts with YN being distributed to charity and in your
second year SHEJEEEN in groas receipts with SEPENEEN to charity

You project $ 1= both tha ﬂrse and second. year of . operm‘.

a manager's salary, .

- \.

Section 501(a) of ths intarnal anme Codo e' “95-‘. pi'cvidu forr .the
exenptian of certein etam:lzntimu ducrﬂ:ed in gubmection-301 ST

"(3).curporaciou. and agy comunity chec:; ‘fnnd. or fmdatiun.‘
organized and opersted axclusively for religicus, charitable,
scientific, teating .for public ssfety, lit-rny. or adiacational -
pusposas, or to foster nat.tuu,. - DL ‘Anterrational amateur’ sportl :
compatition (but only 4f mo pa,* of its activities involve tha .
provision of athlertc’ iacﬂ.‘c; m' aquipmeut), or for the pre-
vention of cruelty teo childrm or animals, no part of the nat
earuninga of which inures to tha banefit ¢4 any private share-
holder or individus), ne sudstantial part of the sctivities of
which 18 earrying on propagande, or otherwise attempting to
influenca legislation (axcapt as otherwise’ provided in
subgaection (h)), and which doas not participate in, or intervens
in (including the publishing or distribtuting of, statements), any
politicel cemwpaign on béhalf of any candidate for public offfcas.”
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_ were distributed for charu:y. ‘ :,._,.‘.

D
=

Section 1.501(c)(3)-1 ¢Z the Income Tax Regulat::lcns rqlate.s to the
definition of the organizstion and operation of ovganizatione 4sscribed
in Section 501(:)(3). It uadn, in parx:, as’ fonawq - :

-

"An organt -“‘isﬁ will be rega:dad 88 opeul:ed esclusively T

for one or more dxempt purposes only If £t engages pr:l.maz:l.ly :
in activities which accomplish one or more of such exenpt
purposes. specified in Sectton -501(e)(3). Az organiration
will not be so regarded if wore than'an insubstantia), = :
- part of 1tn ac:ivitiu 10 no: 1n furtharmce of an’ umpt PR
. putpOle. s o -
Section 1.501{c)(3)=1 of tha income '.l'ax Eagulations provi.dea that, in
order to be exempt as an orgavization described in. Section’ 501 (c) (3)
of the Code, an organization must bde both qtztnized and OPetnv:ed .
exclusively for one or mors of ths jurposes speciﬂa:l in that-wection,
An organization is not operated excluvivaly for am exeept purpoae if
t8 primary sctivity ie carrying on an untelated trade or buainess.

In Kelp the Children, Tme,’v. Com!uimr, 28 1C 1128 (1957). t:ha Court
denied.exemption to an: -organiration whage prtncipal acuvlty wss the prof-
itable operation Jf bingo gtnes on-a busihsss or mrcisi ‘mun.' During
the two years of (peration, only 12 of the organtzation’s 3:0:5 mip:n

Intarnal.Revemue Code Section 513 definas "m-'e.la".-.d ..r“- ox mi.nnn“ .
as, ", ,.a0y trade or businesg the conduct of vhicb 1s' ot aubstant:xauv

relstcd (asfde Erom the need of such orgenizatitn foriincome.ox J::-:.-:s* wn

or the use it makes of the profits derived) to tfie-exdrcise or perfor-
mance by such-organi{zatica of ita c.haritable. oducati.ooal »-OT other .’

purpose or function’ conntitu::lng the baah for ics ‘exexption’ under ,
Section 501... - R i :-',

Internal Ravenue Code Section 513(!). addad by Public l.aw 95-502. accpu

bingo games from the definition of unrelated, trade or bunineas. However,, .

House Report 95-1608, (1978-51 IRB 23) on Public Law 95-502 pmv:l.des,

.in part: . -,'

"Al:hough tha 'bil]. prov:ldes» thal:, for political organizntions

_ and most tax-exeapt’ orgnniutim, the proceeds of cartain
bingo games are not generally msubject to’ Tede:al incoma taxa-
tion, the committee does not intend that the carrying on ‘of "
‘bingo games should bé treated.as an exempt functiom of a
policieal organization or tmua:p: organization except to
the extent it would be considered an exempt function wder:
'present lav. Also, the committee does not intend to revise:
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those mles of present lav.whieh indiecara that if conducting

bingo 15 a primary activity of an organizacion, ‘the organi.-

zati.on may Doz qualify foxr tax-examption...” - .
The I Coda --:ctian_ ststea;."Ho persen recaives or has P
fixed or contingent rish¢ ¢o racaiva, directly or 1.@.!.:9..*17, auy profict, <. et
remmeration, OT-coupensation fzom ox related to a gass of sktll, game of -
chance or raffle, except any amount which the person may win as a partici- ’
pant on the same basis as the other ‘participants; : A person eanducting a --
“ game or raffle shall not ba- a participant in’ cha. gsne or raffle,™. . - -

Revenuae Rule _ Section- ('Riehu:ds to Hnlvarm. Suta '

; Representative, 12/19/80) _ :tatea. VReges or- s&hrieo sra nol: o
L lepitimate expense deduction,” . -
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Section SI3(f) (2) (B) wd {c) o! the aﬂ:d ¢l Sevaine Code holdl t‘.bnt :he )
term “bingo game" rmamns any.gema of binso‘ the coniuctipg of which is ot
an ectivity ordinarily carried out on & comserfics)’ basia_ md :ba eonductu .
ing of whieh doea not violate amy aun oT. local law. - . -

Your sole nef.iv:lcy is the opcrats.on of a bi.ngo parlor with cha stated
intention of turniag over- any excess funds to charicy. A1l of your -

R T
“

o support will be received az a' result of the bingo activity and sub-

g stantially ali of your Jdisbursements will be for prizes and’ opetatinzz. )

;«: expsnses, Only 6X to 10X of your totsl funde will be diuttﬂmted co ’

kAl charities. " Such minimal disbursements cannot be vieaed a8’ comesngu=

Eina mta in scope with your Einnncial resources. 5

L , et T

- WG -lOld that von ars oot ayutic-d mlnlivelv. 102, one.or mors Sempt -

E - puTpoaes, -and' therafore, you are nat enticled ta axemofien. from Tolavails

;gs income tax as = orgsuizetion de.e-:ﬂ:ad 1n Smuon 501(-:)(3) of the Coda._
You are required to file chcral income tu retumn mmlly on. ?m 1120.

,
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If you do not sgree with theu conclusiou, you may," wi:hin 30 dayu ’
from the data of this proposed adverse determination .letter, appeal -
to the Regional Office through this Key. District. Office, Your. sppoal
should contain the information described mder Rggimal Qffica Aypeal
in the enclosed Publication 892,° ‘and ghould be mailed to_this <tfice,
The Regional 0ffice will.let you know ‘whet action they‘ tak.e, aad w1l - .
pet 2 -date and plsce for any conference to ba held, If a written “pro-~
test is not received within ! the abo've t!.me nazind this determination
latter will be final, - .4
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Section 7428(b){2) of the Inrernal Reverme Coda pmidu."!n part, thate s
_ ' -. declaratory juigemant of dacrea under.this ssction shall ) T N
= not be issued in any.procaeding unlesy the Tax-Court, the - _, . - . s
o Court of Clujas, or the district cuut of the United Svates & =~ - "
i, for the District of Crluabia detérmines that the organization A s
= involved bas exhsusted adninistrative. Tenedy atuﬂabh; te . - .
Ein it vithin the Internal Rwennc Saﬂce L L .. T -
If you do not protest tf:i.s propooud dctomimti.ou !n r.imly mamat, 1:-;-"" ’
will dbe considersd by the Intemmal hvanus SQwice 8" a hﬂ.uu to uhausr. .
availsble ldni.n:ls\.tative tuediea. L - . - . ]
This s a determinatiocd hcter. o '__-‘.-' T e s T Ty L .
-t - X < . sﬁcetalyyaura. '
. IR O L e L SR
- : .~ . District Director
. . ~ .\"..Z"'_ ' L ’ —
Enclosure. .. DR ST . . .
Pulilication 892 . T U —




